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U.S. Foreign Economic Policy 


President Eisenhower has stated that the extension and 
amendment of the Trade Agreements Extension Act of 
1951—which he describes as the heart of his foreign 
economic policy program—would be best served by 
careful and deliberate action taken on the basis of 
extensive and unhurried hearings. He therefore expects 
that the House Committee on Ways and Means will 
initiate consideration of this proposal in ample time so 
that full and adequate hearings may be completed before 
the convening of the Congress in January 1955. Since 
the present Act expires on June 12, 1954, a simple one- 
year extension will be required for the interim period. 

There is much else, the President stated, that should 
be accomplished in this session of the Congress to carry 
into effect the recommendations of the Presidential 
Message of March 30 (see this News Survey, Vol. VI, 
p. 301). He listed in this connection legislation dealing 


World Sugar Production in 1953-54 

World production of centrifugal cane and beet sugar 
for 1953-54 is estimated at almost 40 million short tons, 
raw value. This figure is 10 per cent higher than the 
36.4 million tons of 1952-53, 4 per cent above the 38.3 
million tons of 1951-52, and 40 per cent above the pre- 
war average of 28.5 million tons. Of the total, 24 million 
short tons are cane sugar and 15.9 million short tons are 
beet sugar. 

Centrifugal cane sugar production for 1953-54 equals 
that of the record year 1951-52, and exceeds the 1952-53 
crop by more than 3 per cent. Reduced output in the 
large producing areas of Cuba, India, and Puerto Rico 
during the current and previous seasons has been offset 
by increased production in almost every other cane area 
in the world. 

Beet sugar production during 1953-54 is 20 per cent 
higher than the 1952-53 estimate of 13.2 million tons 
and 8 per cent above the previous record of 14.7 million 
tons in 1950-51. While increased output is reported from 
every beet sugar producing area of the world, most of 
the increase has been in Western Europe. 

The production of noncentrifugal sugar is estimated 
at 7.1 million short tons for 1953-54, compared with 6.8 
million tons in 1952-53, an average of 6.0 million tons 
for 1945-49, and an average of 5.4 million tons for 


with incentives for foreign investment, an increase from 
$500 to $1,000 in the customs allowance for tourists, 
customs valuation, simplification of tariff commodity 
definitions and rate structures, and the administration 
of customs procedures and of the anti-dumping law and 
procedures. 

Other recommendations in his Message can be carried 
out without further legislative authority. These include 
clarification of the application of Buy American legis- 
lation, assistance through the International Monetary 
Fund and the Federal Reserve System to nations which 
undertake convertibility, renegotiation of the organiza- 
tional provisions of GATT for submission to the Con- 
gress, and encouragement to overseas investment through 
giving full diplomatic support to U.S. investors abroad. 
Source: The White House, Press Release, Washington, 

D. C., May 20, 1954. 


1935-39. Most of this increase was in Asia, with India, 
Pakistan, and China the leading countries. 


Source: Department of Agriculture, Foreign Crops and 


Markets, Washington, D. C., May 10, 1954. 


Europe 


Recent Developments in the OEEC 

A report issued by the group of experts appointed by 
the OEEC to study the economic situation and prospects 
of member countries points out that industrial produc- 
tion in Western Europe in the first quarter of 1954 was 
6 per cent above that in the corresponding period of 
1953, and that the international consequences of the 
economic readjustment in the United States have not 
been serious thus far. In the opinion of the experts, 
the expansion of output will be continued in Europe 
and resumed in the United States, and the OEEC countries 
need not be greatly concerned about their dollar posi- 
tions in the next year or two. While certain countries— 
e.g., France, Italy, and Turkey—are still facing diff- 
culties, most countries should be able to take firmer steps 
toward continued economic expansion, once freedom 
from balance of payments difficulties has been attained. 
To the extent that defense expenditures are stabilized or 
reduced and require a smaller share of the national 
product, resources will become available to satisfy new 
civilian needs. In discussing the remaining problems 


So Ogee ese 


Win ores 


ieee 





366 


of individual countries, the experts drew particular atten- 
tion to the development problems of Southern Italy, 
which they considered as “one of the most urgent objects 
of international investment policy.” 

The Council of OEEC Ministers, in a decision of May 6, 
1954, strengthened Article 3(c) of the Liberalization 
Code, under which an OEEC member country can, for 
balance of payments reasons, revoke the liberalization 
of its trade. The new decision stipulates that a member 
country should, 12 months after invoking Article 3(c), 
have restored the general liberalization percentage to 
60 per cent of total imports on private account, and that 
within a period of 18 months this percentage should be 
increased to 75. In addition, a new procedure was estab- 
lished for consultations between the country invoking 
Article 3(c) and the OEEC agencies. 

As of May 6, the Council of Ministers recommended 
that by November 1 the French Government should have 
increased its general trade liberalization to 75 per cent 
of total imports, and that it should abolish as soon as 
possible the special import tax, introduced last April 
when France raised the liberalization percentage to 53 
(see this News Survey, Vol. VI, p. 326). At that time, 
France announced that it would raise the percentage to 
65 by November 1, 1954. 

The OEEC Steering Board for Trade, in a recent report 
to the Council of Ministers, expressed the opinion that 
the OEEC has, at present, a real opportunity for fixing 
new liberalization targets for intra-European trade. The 
Steering Board has now been instructed to submit by 
November 1, 1954 proposals concerning the removal of 
quantitative import restrictions that member countries 
maintain for reasons other than balance of payments. 
The Steering Board has also been instructed to submit 
to the Council as soon as possible concrete proposals to 
enable member countries to abolish artificial measures 
for aiding exporters. 

In regard to dollar imports, the opinion of the OEEC 
Council is that member countries should relax quantita- 
tive restrictions on dollar imports. The Council has 
instructed the Joint Trade and Payments Committee to 
report before October 1, 1954 on proposals that the 
Council might make for such relaxation. Invitations 
have been extended to the GATT and the International 
Monetary Fund to send observers to the meetings of 
this Committee. 

The OEEC Council has stated that it will set up 
a ministerial group to examine the problems that will 
arise if a number of member countries should re-establish 
convertibility. This decision was taken after the EPU 
Managing Board had submitted to the Council an ex- 
tensive study on the problems of such a movement. 


Sources: Organization for European Economic Coopera- 
tion, Press Releases, Paris, France, May 6, 
1954. 
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EPU Settlements for April 


The most important development in the April settle- 
ment operations of the European Payments Union was 
the large surplus of 78.9 million units (1 unit of 
account=US$1) for the United Kingdom; the March 
surplus was only 13.6 million units. In settlement the 
United Kingdom received 39.4 million units in gold and 
extended credit for the remainder. Germany had a surplus 
of 44.4 million units, against 72.3 million in the previous 
month; this brought Germany’s cumulative accounting 
surplus to 1,034.6 million units. Austria and Switzerland 
again recorded surpluses. The Austrian surplus was 
5.2 million units, and that for Switzerland was 10.9 mil- 
lion units; each was settled half in gold and half through 
the extension of credit. 

All the other EPU members were in deficit in April. 
Italy had the largest deficit—28.7 million units;:in settle- 
ment it had to make a gold payment of 16.0 million 
units and received credit for the remainder. Turkey’s 
deficit of 21.7 million units was settled fully in gold. 
Turkey’s cumulative accounting deficit has reached 
206.2 million units, which is far in excess of its quota 
of 50 million units. The deficits of France (26.1 million 
units) and Belgium-Luxembourg (13.0 million units) 
were considerably larger than the March deficits (10.3 
million units for France and 2.7 million units for Belgium- 
Luxembourg). Other countries with deficits were 
Denmark (16.0 million units), the Netherlands (11.0 
million units), Sweden (8.7 million units), Greece (7.4 
million units), Norway (4.8 million units), Iceland (1.3 
million units), and Portugal (0.7 million units). 

As a result of the April operations, the gold and con- 
vertible assets of EPU increased from 500.0 million units 
to a record total of 527.2 million units. 


Sources: Organization for European Economic Co- 
operation, Press Release, Paris, France, 
May 14, 1954; Neue Ziircher Zeitung, Ziirich, 
Switzerland, May 17, 1954. 


U.K. Exchange Control 

Changes in U.K. exchange control procedures, made 
possible by the wider facilities established in March for 
the use of sterling in multilateral payments (see this 
News Survey, Vol. V1, p. 295), have been announced by 
the Bank of England. The changes cover merchanting 
trade by residents of the sterling area in goods origi- 
nating outside the area, and credits, guarantees, sterling 
loans, and overdrafts extended to nonresidents of the 
area. Those operations that had required the specific 
approval of the Bank of England may now be dealt 
with by the authorized banks within the limits set by the 
new regulations. Accordingly, the powers of the banks 
in respect of sterling transactions involving countries 
outside the sterling area have been widened considerably. 
However, the dollar barrier remains in force, in that 
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residents’ transactions entailing the purchase of com- 
modities against dollars for resale against a softer cur- 
rency will not be permitted. 


Source: The Financial Times, London, England, April 28, 
1954. 


U.K. Trade in April 


U.K. exports in April, at £225 million, were £21.4 
million less than in March, reflecting in part the shorter 
working month. The April figure compares with a 
first quarter average of £224.4 million and a total 
of £214.8 million in April 1953. Re-exports in April were 
£8 million, or £3.7 million less than in March. Imports 
declined by £14.6 million, to £284 million; average im- 
ports in the first quarter were £273.7 million and the total 
fon, April 1953 .was..£293.3 million, The visible import 
surplus in April 1954 was therefore approximately £51 
million and reflects an increase of £10.5 million over the 
March figure but a decrease of £6.5 million over the 
corresponding figure for April 1953. 

Exports to North America in April are provisionally 
estimated at £25.1 million, against £24.1 million in March 
1954 and £29.8 million in April 1953. Sales to the United 
States in April were £0.7 million lower than in March, 
the decrease being twice the average decrease for the first 
quarter; those to Canada showed a seasonal increase of 
£1.7 million, but this increase was much less marked than 


in April 1953. 
Source: T'he Times, London, England, May 13, 1954. 


Common Labor Market in Scandinavia 


Representatives from Denmark, Finland, Norway, and 
Sweden have reached an agreement on a common Scandi- 
navian labor market. As of July 1 of this year, a citizen 
of any one of the four countries may take employment 
in any of the other countries, and it will no longer 
be necessary to apply for an employment-and-residence 
permit after three months. The agreement states that the 
countries shall work toward full employment in their own 
labor markets, and that they shall keep the other coun- 
tries informed about current employment possibilities. 
The agreement does not cover self-employed persons. 
Greenland and the Faroe Islands are excluded from the 
agreement; Iceland is invited to participate on condition 
that it will accord the same privileges agreed by the four 
other countries. 


Source: Svenska Dagbladet, Stockholm, Sweden, May 15, 
1954. 


Sale of Norwegian Ships fo U.S.S.R. 

Norway has sold to the U.S.S.R. two ships of dead 
weight tonnage of 7,000 tons each; one was built in 1947 
and the other in 1949. The price for the two ships is 
£822,500 (US$2.3 million), and payment will be made 








in sterling in London. One of the ships will be delivered 
at the end of May, the other at the middle of June. 
Source: Norges Handels og Sjgfartstidende, Oslo, Nor- 
way, May 14, 1954. 


Sweden's Public Debi 

Sweden’s public debt at the end of 1953 amounted to 
more than SKr 14 billion (nearly US$3 billion). Until 
1913 the debt had been incurred mainly in connection 
with the financing of railroad construction, telegraph 
installations, water power plants, etc., and at the begin- 
ning of World War I it totaled SKr 650 million. During 
the war it increased to about SKr 1 billion. In the next 
20 years the debt grew much more slowly, and at the 
time of the outbreak of World War II amounted to about 
SKr 2.65 billion. 

The great increase in the national debt during World 
War Il raised it to nearly SKr 11 billion by May 1, 1945; 
an increase of SKr 8.3 billion in five years. This drastic 
rise was caused primarily by the heavy cost of military 
preparedness. Since the end of the war the need for bor- 
rowed capital has been much smaller, but the debt has 
continued to grow. 

Ever since 1855 the Swedish Government’s policy as a 
borrower has been based on the principle that loans 
should, if possible, be raised only for productive purposes. 
The proceeds of government loans, in other words, should 
be used for investments which will yield at least enough to 
cover interest charges. In certain critical situations the 
Government has been compelled to depart from this rule. 
Especially during World War II, borrowed capital had to 
be used, to a great extent, to meet running expenses. 
Most of the proceeds of the public loans, however, have 
been invested in revenue-producing public utilities and 
funds, and the yield of these investments still is more than 
sufficient to pay the interest charges on the public debt. 

Practically all of Sweden’s public debt at present is 
internal. Before 1914 foreign loans played a dominant 
part, but since then the Government has borrowed Swedish 
capital, with only a few exceptions. The exceptions are 
two U.S. loans of 1919 and 1924, now fully repaid, and a 
Marshall loan of 1949, which in the ledgers of the Public 
Debt Office amounts to SKr 105 million. This credit, 
equal to US$20.4 million, bears interest of 2.5 per cent 
and will be amortized during the period 1956-83. In 
addition, the Swedish Government has just raised a loan 
in Switzerland of 50 million francs (see this News Survey, 
Vol. VI, p. 311). However, about 99 per cent of the 
national debt is held domestically, in contrast to 1911 
when no less than 90 per cent of the bond issues of the 
Swedish Government were placed abroad. 

Source: American-Swedish News Exchange, Inc., News 
from Sweden, New York, N. Y., May 5, 1954. 
Germany and Convertibility 

Professor Erhard, the German Minister of Economic 

Affairs, stated in a recent interview that he believed this 
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would be the last year of the European Payments Union 
and that convertibility would be achieved within the next 
twelve months. The partial settling of extreme creditor 
and debtor positions within EPU was to be considered 
as preparation for convertibility. In negotiations being 
carried on in Paris, 50 per cent of the total balances are 
to be consolidated by bilateral settlements with the cred- 
itor countries. Thus, the German creditor position of 
$1,034 million as of April 30, 1954 is to be reduced to 
$560 million. Of this $560 million, $175 million will be 
taken account of in the ordinary EPU settlements, which 
involve payment to Western Germany of $107 million in 
gold. According to provisional arrangements, which may 
yet be modified, the remainder would be settled as follows: 
$124 million through EPU reserves on a 50 per cent credit 
and 50 per cent gold basis; $45 million would be paid 
immediately by the debtor countries to Germany; and 
$130 million would be consolidated bilaterally. 

In discussing the approach to convertibility, Professor 
Erhard said that Germany would first establish converti- 
bility of nonresident accounts and then work toward the 
convertibility of resident accounts. In preparation for 
the transition, Germany will soon increase her liberaliza- 
tion of dollar imports, which at present is 40 per cent. 
In Professor Erhard’s view, other countries also should 
liberalize dollar imports to a certain extent. 

Professor Erhard is in favor of fixed exchange rates, 
and believes that Germany’s present dollar rate of 
DM 4.20 can be maintained; other countries, however, 
might be granted a transition period at the end of which 
they would be given an opportunity to adjust their 
exchange rates in the light of experience during that 
period. Professor Erhard also said that Germany would 
be prepared to abolish the 31% per cent export tax allow- 
ance, and that he hoped Britain in turn would readjust 
her coal prices, since they influence artificially British 
steel prices. The recent 12 per cent French Equalization 
Tax refund, however, should be considered as a monetary 
corrective measure more than an export incentive. 

Professor Erhard said that the Annual Meeting of the 
International Monetary Fund in September might be one 
of the decisive turning points in international monetary 
policy. To facilitate the return to convertibility, the 
Fund, in conjunction with the Federal Reserve System, 
should provide a stabilization reserve. He believes, how- 
ever, that the size of such a reserve is less important than 
the countries’ determination to defend their exchange rates 
by wise internal economic policy. 

Sources: The Financial Times, London, England, May 19, 
1954; Frankfurter Allgemeine Zeitung, Frank- 
furt am Main, Germany, May 19, 1954. 


Reduction of German Discount Rate 
The discount rate of the Bank deutscher Lander was 
reduced from 314% per cent to 3 per cent as of May 20, 
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1954. The 3'% per cent rate had been in effect since 
June 11, 1953 (see this News Survey, Vol. VI, p. 28). 
Source: Bank deutscher Lander, Ausziige aus Pressear- 


tikeln, Frankfurt am Main, Germany, May 21, 
1954. 


Convertible Deutsche Mark Accounts 

One result of the decision of the Federal Republic of 
Germany to allow nonresidents to open and maintain 
both freely convertible and partly convertible DM ac- 
counts at German foreign trade banks (see this News 
Survey, Vol. VI, p. 304) is that the previous monetary 
division of the free world into three areas—the dollar 
area, the EPU area, and the offset account area—has now 
been supplanted by a dual system—the dollar area and 
the rest of the world. For instance, Brazilians can now 
use their DM accounts for payments to be made in Ger- 
many or in the EPU area, and Swiss or Dutch residents 
can use their DM accounts for payments in Argentina or 
Finland. The German exchange control regulations make 
this freedom of transfer possible, but the extent to which 
the nonresidents make use of the possibilities depends 
ultimately on the exchange control regulations of their 
own countries. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
May 11, 1954. 


Czechoslovakia’s 1954 Budget 

The Czechoslovak State Budget for 1954, recently 
adopted by the National Assembly, provides for total 
revenue of 87,803 million korunas and total expendi- 
tures of 87,573 million korunas (18 per cent more than 
in 1953), leaving a small surplus of 230 million. The 
Finance Minister stated that the final budget accounts for 
1953, which are not yet available, will show a surplus 
in excess of the budget estimates. 

Receipts accruing from the operation of socialized 
enterprises are estimated at 80.6 per cent of total revenue; 
included in this category are mainly receipts from turn- 
over taxes, accounting for 53 per cent of total budget 
receipts, and earnings of national concerns which, after 
deductions for productive investment and working capital, 
account for 19 per cent of total budget receipts. 

Expenditures for productive investment are estimated 
at 20,000 million korunas (5.5 per cent more than in 
1953), of which 6,291 million is to be used for financing 
investments in the fuel, electric power, and iron and steel 
industries. The amount allocated to agricultural invest- 
ments is about twice that in 1953; this reflects recent 
policy decisions aimed at an expansion of agricultural 
production. 

In his budget speech the Finance Minister reviewed the 
accomplishments of the Five Year Plan, stating inter alia 
that between 1948 and 1953 the national income rose by 
two thirds, and that a further rise of 7.7 per cent is 
expected in 1954. Industrial output in 1953 was 102 per 
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cent above the 1948 output. The increase was concen- 
trated in the producers’ goods industries, which now 
account for 62 per cent of total industrial output. Foreign 
trade with the countries of the Soviet bloc has been ex- 
panded greatly, showing an increase of 207 per cent 
between 1948 and 1953. 
Source: Ministry of Foreign Trade, Czechoslovak Eco- 
nomic Bulletin, Prague, Czechoslovakia, April 


1954. 


Middle East 
Middle East Oil 


Middle East production of crude oil in the first quarter 
of 1954 increased to 31.7 million metric tons, from 
28.1 million metric tons in the first quarter of 1953. The 
largest output so far this year has been in Saudi Arabia 
(11.5 million metric tons) and Kuwait (10.8 million 
metric tons). The latter’s output of 4.3 million tons in 
March was the highest ever achieved by any Middle East 
country in a single month. Iraq’s production during the 
first quarter of 1954 was 7 million tons, against 6.5 mil- 
lion tons during the corresponding period in 1953. 
Qatar’s production during the first quarter of 1954 was 
1.1 million tons. 

Source: The Financial Times, London, England, May 1, 
1954. 


Egypt's Foreign Trade 

Egypt had a favorable trade balance of LE 11.6 million 
for the first quarter of 1954, against a deficit of about 
LE 2.0 million during the corresponding period in 1953. 
While the value of imports fell to LE 34.3 million in the 
first quarter of this year, from LE 35.7 million in the 
first quarter of 1953, the value of exports and re-exports 
rose to LE 45.9 million, from LE 33.7 million. 

The principal sources of imports were the United 
Kingdom, supplying Egypt with 12.9 per cent of her total 
imports during the first quarter of 1954 (compared with 
9.9 per cent in the corresponding period of 1953) ; 
Western Germany, supplying 12.0 per cent (compared 
with 10.8 per cent); and the United States, providing 
10.5 per cent (compared with 21.3 per cent). Egypt’s 
chief customers during the same period in 1954 were the 
United Kingdom, receiving 14.5 per cent of total exports 
(against 8.4 per cent during the same period in 1953) ; 
France, receiving 9.3 per cent (against 15.9 per cent) ; 
and Italy, receiving 7.7 per cent (against 8.6 per cent). 
Source: Ministry of Finance and Economy, Department 

of Statistics, Report, Cairo, Egypt, May 12, 
1954. 


Israel's Citrus Exports 

Output of citrus products, Israel’s main export item, 
is estimated at 10.5 million cases for the current season, 
against 8 million for the preceding season. Exports up 
to March 21, 1954 amounted to 5.3 million cases, com- 
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pared with about 3.5 million cases for the previous year. 
The United Kingdom continued to be the principal cus- 
tomer, accounting for 2.58 million cases of this year’s 
exports. 

Source: Middle East Economist and Financial Service, 
Forest Hills, N. Y., May 1954. 


Import and Export Regulations in Iran 

Iran’s Ministry of National Economy has issued the 
text of a decree regulating foreign trade during 1954-55 
and giving lists of authorized and prohibited imports 
and exports. Both imports and exports are classified into 
two categories: imports are grouped into essential and 
nonessential goods, and exports are classified on the 
basis of their importance and the need for encouraging 
their exportation. The foreign exchange accrued from the 
sale of each category of exports will be allocated for the 
purchase of imports of the same category. 

The Bank Melli Iran may utilize any type of foreign 
exchange that it has available for opening letters of credit 
or settling documentary drafts for Category I imports. 
However, the sale of exchange for authorized Category II 
imports must be limited to the proceeds from the sales of 
Category II exports. 

Exporters of goods to countries whose exchange is not 
acceptable to authorized banks for settling exporters’ 
exchange obligations can utilize the proceeds of such 
exchange to import goods from the same countries, pro- 
vided that the imports are authorized and are in the same 
categories as the exported commodities. It is not neces- 
sary that the imports originate in the country from which 
they are obtained. 

All foreign exchange earned from sources other than 
exports of commodities may be utilized for importing 
Category I imports. In such cases, the Ministry of 
National Economy will issue import licenses without 
transfer of exchange, provided the importer has satisfied 
two conditions: (1) he has sold to the Bank Melli at the 
official rate (Rls 32.25—= US$1) an amount of foreign 
exchange equal to 5 per cent of the c.i.f. value of the 
imports in question; and (2) he has paid to the Bank 
Melli a small fee based on the value of the imports. 

All goods imported under barter agreements are sub- 
ject to the regulations of this decree regarding both the 
classification of goods and the utilization of exchange 
certificates. Monopoly goods are to be imported only by 
the Government. However, the importation of all precious 
metals is permitted freely, provided the imports are not 
against export of goods or the transfer of foreign 
exchange. 

If the quota limits set for imports in this decree should 
prove to be inadequate during the year, the Ministry of 
National Economy may raise the limits, taking into ac- 
count the availability of foreign exchange and the need 
for protecting domestic industries. 


Sources: Keyhan, Teheran, Iran, May 9 and 10, 1954. 


Far East 


Indian Import Policy 

India’s Minister of Commerce and Industry has indi- 
cated that further liberalization of imports is likely, owing 
to the country’s comfortable foreign exchange position 
and the need for increased expenditures on economic 
development. The object of liberalization would be the 
diversification of imports to provide increased employ- 
ment opportunities and to improve the range and quality 
of imports. The Government has been concerned that 
certain industrialists had come to regard import control 
as a precondition for industrial progress. The Minister 
expressed the opinion that an unhealthy dependence on 
import control would result in inefficiency and would 
jeopardize the interests of consumers. He stated that 
India’s balance of trade had been favorable sirice October, 
and that official holdings of sterling exchange had risen 
to Rs 7,520 million ($1,579 million) as of April 30. 
Source: The Times of India, Bombay, India, May 16, 

1954. 


Ceylon’s Tea Export Duty 

Ceylon’s export duty on tea was raised on May 13 from 
45 Ceylon cents (about 9 U.S. cents) to 60 Ceylon cents 
per pound. It is estimated that the Government’s revenue 
will thus be increased by Rs 18 million during the rest 
of the current fiscal year ending September 1954, and by 
Rs 50 million in the fiscal year 1954-55. In October 1953, 
when the duty of 45 Ceylon cents was introduced (see this 
News Survey, Vol. VI, p. 162), the average market price 
of Ceylon tea was Rs ‘1.86 per pound. Since the first 
week of December 1953, the average price has risen from 
Rs 2 to Rs 2.40 per pound. 
Source: The Financial Times, London, England, May 14, 

1954. 


Sale of Foreign Exchange al Free Rates by Bank of Thailand 
As of April 23, no foreign exchange is sold by the Bank 
of Thailand at the free rate for payments of “cotton grey 
shirting” in the list of essential imports (No. 1/2497), 
unless it can be satisfactorily shown that the goods were 
already shipped, or were paid for in substantial part, or 
were covered by an irrevocable letter of credit, or by 
exchange which had been booked in advance with the 
Bank of Thailand, on or before the date of the Notice. 
Source: Bank of Thailand, Notice to Commercial Banks, 
No. Thor/Por.Dor 6/1954, Bangkok, Thailand, 
April 22, 1954. 


New Iron and Steel Plant in Taiwan 

The privately owned Tang Yung iron and steel plant 
in Taipei started production on April 27. The plant is 
equipped with Japanese-made electric furnaces, and it is 
reported to be planning production of 11,000 electric 
poles and 10,000 tons of galvanized iron wires, hereto- 
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fore imported from Japan. It is expected that operations 
of this plant will double Taiwan’s pig iron production. 
The mining and machinery department of the Taiwan 
Industrial and Mining Corporation in 1953 produced 
1,225,555 meters of fuse wire, 1,408 metric tons of iron 
rods (a gain of almost 83 per cent over 1952 production), 
and 1,481 metric tons of pig iron. 

Source: Chinese News Service, Press Release, New York, 


N. Y., May 11, 1954. 
Japan's Revised Tariff Law 


The Japanese Customs Tariff Law, which was promul- 
gated on March 31, to become effective by July, does not 
contain any basic change but it empowers the Cabinet 
to set up a dual-tariff system. The higher-rate tariff 
would be used for countries that do not accord most- 
favored-nation treatment’ to Japan. However, for some 
items on which the duty has been favorable, such as 
machinery and skim milk for school children, no change 
will be made until March 31, 1955. Duty exemptions for 
rice, barley, and wheat have been extended to Septem- 
ber 30, 1954. The exemption of iron and steel products, 
except special steel, from the 15 per cent duty was dis- 
continued on January 1. 

The revised Customs Law, which was promulgated on 
April 2 and which becomes effective in July, incorporates 
regulations governing the establishment and operations 
of bonded warehouses. Regulations on the supervision of 
foreign goods imported into a bonded area are relaxed, 
and rules governing the movement of domestic goods to 
and from bonded areas are liberalized. The new measures 
were taken to encourage imports of foreign goods for 
processing, fabrication, and re-export. As further en- 
couragement, the Government permits foreign and 
domestic products to be mixed in the course of process- 
ing or fabrication before they are re-exported. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., May 10, 1954. 


United States 


U.S. Industrial Production 


The Board of Governors of the Federal Reserve Sys- 
tem has reported that industrial production in the United 
States in April was somewhat less than in March, and that 
in early May it continued at about the same rate as in 
April. On a seasonally adjusted basis, however, the April 
index was 123 per cent of the 1947-49 average, the same 
as in March, but 9.5 per cent below the index of April 
1953. April was the first month since last July that the 
seasonally adjusted index did not decline. 

Steel output in April and early May was maintained 
at the March rate, although there usually is some decrease 
after March. Automobile assemblies, after adjustment for 
seasonal changes, were moderately above the first quarter 
rate; and output of television sets rose considerably. 
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There was some further decline in output of various semi- 
finished metal products, while production of building 
materials continued close to the peak output of a year ago. 
Textiles, rubber, and leather products showed the usual 
large seasonal declines in April, but output of paper, 
chemicals, and petroleum products remained high. 

Source: The Wall Street Journal, New York, N. Y., 

May 18, 1954. 


U.S. Stockpile 

The current value of strategic materials in the U.S. 
stockpile amounted to $4.2 billion at the end of 1953, or 
more than 60 per cent of the goal of $6.8 billion. Pur- 
chases during the second half of the year were $349 mil- 
lion, compared with $383 million during the first half. 
The report of the Office of Defense Mobilization noted 
that seven commodities are still subject to export restric- 
tion quotas: chromium, cobalt, columbium-tantalum, 
diamond bort and grinding wheels, hog bristles, nickel, 
and selenium. 

The stockpile has benefited considerably from the 
various supply expansion programs undertaken by the 
Government with the $2.1 billion revolving fund author- 
ized by the Defense Production Act. The bulk of the 
fund has been devoted to increasing production of alu- 
minum, copper, rubber, manganese, tungsten, nickel, and 
titanium. 

Source: The Wall Street Journal, New York, N. Y., 
May 21, 1954. 


Latin America 


Economic Developments in Cuba 

The Annual Report of the National Bank of Cuba for 
1952-53 attributes the contraction in Cuba’s economic 
activity during that period to the adjustment of sugar 
production to normal levels, after the exceptional 1952 
sugar crop of 7 million long tons. The national income 
in the fiscal year 1952-53 was estimated at 1,833 million 
pesos, a reduction of 5 per cent from the 1951-52 income 
of 1,934 million pesos. Nevertheless, the 1952-53 figure 
was 2.4 per cent higher than the 1950-51 figure, and 
19 per cent above the income of 1949-50. These changes 
also apply to real income, since prices have been stable 
during the last four years. It is expected that the eco- 
nomic adjustment initiated in 1952-53 will continue for 
some time, which means that the national income will be 
reduced somewhat. 

The impact of the lower income was felt first in foreign 
trade, with a reduction of imports; this reduction, how- 
ever, was greater than that of income. Domestic sales 
in the last two years are reported to have decreased less 
than imports. Construction activities have improved, fol- 
lowing some decline at the middle of 1952. 

Fiscal receipts, which are determined largely by sugar 
taxes, declined to 320 million pesos in 1952-53, from 


371 


337 million pesos in 1951-52. Commercial bank credit 
expanded from 316 mithion! pesos-on June 30, 1951 to 
358 million a year later, and to 375 million on June 30, 
1953. The money supply increased from 892 “million 
pesos on June 30, 1951 to 958 million on June 30, 1952, 
and to 964 million on June 30, 1953. International 
reserves declined from 635 million pesos at the end of 
June 1951 to 623 million in June 1952, and to 560 million 
in June 1953. 

Source: Banco Nacional de Cuba, Memoria 1952-53, Ha- 

vana, Cuba, 1954. 


Tariff Revision in Costa Rica 


The increases in duties on Costa Rican imports that 
became effective on April 1 (see this News Survey, 
Vol. VI, p. 331) vary from 5 to 900 per cent. As a result 
of the higher duties, the Government expects that revenue. 
will be increased by approximately 23 million colones 
(US$4.1 million) per year. This additional revenue, 
together with that expected as a result of other tax revi- 
sions, is expected to offset a part of the deficit in the 
ordinary 1954 budget, which is estimated at 190 million 
colones. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., May 17, 1954. 


Modification of Colombia's Coffee Tax 


According to Colombian Decree No. 1448, which modi- 
fied Decree No. 1051 of March 1954 (see this News Sur- 
vey, Vol. VI, p. 315), the basic price over which the 
coffee tax will be collected was increased from $105 to 
$115 per bag of 70 kilograms. The new decree provides 
that all proceeds from the tax will be invested in shares 
of the Coffee Bank through the National Federation of 
Coffee Producers. 

The Coffee Bank will devote up to 15 per cent of the 
new capital to five-year loans to coffee producers, with 
interest rates not higher than 6 per cent. These loans 
must be used either for the construction of houses in the 
coffee fincas or for other permanent investments that 
will be of direct benefit to the coffee industry. The use 
of these loans is restricted to small coffee producers, 
whose incomes do not exceed 12,000 pesos (US$6,200) 
per year. 

Of the tax proceeds, 85 per cent will be used for ten- 
year loans to obtain the foreign exchange necessary for 
imports of cattle or machinery. The machinery imported 
will be used for the construction of roads or for such 
other projects as electrification, which are approved by 
the Government. Of these loans, 50 per cent must be 
made to coffee-producing departments of Colombia. 
Source: Federacién Cafetalera Centro America-Mexico- 

El Caribe (FEDECAME), Boletin No. 119, San 
Salvador, El Salvador, May 13, 1954. 


Other Countries 


Australian Gold Production and Price 


Australia’s gold production in 1953, at 1,074,446 fine 
ounces, was the highest in the last 11 years; the 1952 out- 
put amounted to 980,435 fine ounces. The increase was 
due primarily to the discovery of high-grade ore at the 
Hill 50 Mine in Western Australia and the commencement 
of large-scale operations at the Great Western Consoli- 
dated Mine in November 1952. 


Refinery production in 1953 was valued at £A 16.8 mil- 
lion, higher than in any year since 1939 when the value 
was £A 17.4 million. Premium sales contributed to the 
high 1953 figure. The average price obtained was 
£A 16 2s. 9d. per ounce, against the official buying price 
of £A 15 9s. 10d. At the end of October, however, the 
margin of profit from sales on premium markets dis- 
appeared. 


The Governor of the Commonwealth Bank announced 
that, as from May 1, 1954, the Bank’s buying price for 
gold had been increased from £A 15 9s. 10d. to 
£A 15 12s. 6d. per fine ounce. The previous price was a 
realization price, based on the price for which the Bank 
could sell gold abroad on official markets less costs of 
movement. The new price reflects the parity value of 
Australian currency as established by the International 
Monetary Agreements Act. 


Sources: Commonwealth Bank of Australia, Statistical 
Bulletin, Sydney, Australia, April 1954; The 
National Bank of Australasia, Monthly Sum- 
mary of Australian Conditions, Melbourne, 
Australia, April 12, 1954; The Financial Times, 
London, England, May 1, 1954. 


Australian Wool Sales 


Sales of Australian wool during the ten months of the 
current season to April 30 are reported to have totaled 
£A 335.2 million, compared with £A 328.2 million in the 
corresponding period of the 1952-53 season. The quan- 
tity sold was also somewhat larger, i.e., 3.3 million bales 
against 3.2 million, and the average price per pound for 
greasy wool was 82.80 pence (Australian), against 82.19 
pence a year ago. 


Source: The Financial Times, London, England, May 14, 
1954. 


New Zealand Import Licensing 


The relaxation of New Zealand’s restrictions on dollar 
imports. (see this News Survey, Vol. VI, p. 340) involves 
four modifications in its import policy. (1) In the import 
licensing schedule, 24 items have been added to the world 
exemption list. Additional dollar payments resulting from 
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this action are estimated at £NZ 380,000. (2) Additional 
licenses granted to enable a wider variety or greater 
quantity of goods to be imported are expected to amount 
to about £NZ 1.5 million. (3) Licenses amounting to 
about £NZ 770,000 have been granted for items for which 
no licenses had previously been allocated for 1954. 
(4) Licenses have been issued for North American motor 
cars. 

The Minister of Industries and Commerce has described 
the change in policy as one of degree rather than of 
principle. Primary producers and manufacturers would 
have greater opportunities to obtain essential require- 
ments from North America if that source provided the 
best markets for particular raw materials, plant, or 
equipment. 


Source: Board of Trade Journal, London, England, 
May 8, 1954. 


British West African Oilseeds 


The long-term contracts of the U.K. Ministry of Food 
with British West African marketing companies for oils 
and oilseeds will end by mutual consent this summer, 
instead of at the end of 1955. Shipments will continue 
to be for Ministry of Food account until June 30, but 
after that date the West African marketing companies 
will sell directly to private traders in the United King- 
dom. The same quantity of oils and oilseeds that would 
have been made available to the Ministry of Food will be 
provided to private traders. 

The contracts that are being terminated relate to various 
types of vegetable oils and oilseeds produced in Nigeria, 
the Gold Coast, Gambia, and Sierre Leone. U.K. imports 
of oils and oilseeds from these territories in 1953 were 
more than 586,000 tons (in terms of crude oil equivalent) ; 
this was considerably above 1939 imports of 183,000 
tons. British West Africa is by far the largest supplier 
of vegetable oils and oilseeds to the United Kingdom. 


Source: The Financial Times, London, England, May 12, 
1954. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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